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TAGS: EFIN, BE 

SUBJECT: BELGIAN NATIONAL BANK CALLS FOR HIGHER INTEREST 
RATES 

REE.: (A) BRUSSELS 681: (B) BRUSSELS A-26; (C) BRUSSELS A-43 

1. IN THE REGULAR QUARTERLY SUPPLEMENT TO ITS ANNUAL REPORT 
(REP C), THE NATIONAL BANK ON MARCH 31 CALLED ON THE 
GOVERNMENT TO ALLOW AN IMMEDIATE INCREASE IN BELGIUM'S 
INTEREST RATES. THE BANK ARGUED THAT WITH BELGIUM’S 
INFLACTION RATE IN 1974 LIKELY TO BE BETWEEN 12 PERCENT 
AND 15 PERCENT, A CENTRAL BANK DISCOUNT RATE OP 8.75 PERCENT 
AND AN EFFECTIVE "PRIME LENDING RATE" BY COMMERCIAL BANKS 
OF 1 1 PERCENT WERE TOO LOW TO CALL FORTH FUNDS. FURTHER 
MORE, THE BANK NOTED, A LOW INTEREST RATE ENCOURAGES AN 
EXPANSION OF CREDIT AND THUS FURTHER FUELS INFLATION. 
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2. BELGIUM'S FINANCIAL COLUMNISTS HAVE UNANIMOUSLY 
SUPPORTED THE NATIONAL BANK'S PLEA WITH EVEN THE NEW 
COMMUNIST DAILY- LE DRAPEAU ROUGE - RELUCTANTLY IN ACCORD. 

3. TRADITIONALLY, THE GOB HAS SOUGHT TO KEEP INTEREST RATES 
DOWN IN AN EFFORT TO KEEP THE COST OF THE NATIONAL 

DEBT DOWN AND IN AN EFFORT TO KEEP HOME MORTGAGE 
RATES LOW. (BELGIUM REPORTEDLY HAS THE HIGHEST PER 
CAPITA NATIONAL DEBT AND THE HIGHEST PERCENTAGE OF 
OWNER -OCCUPIED HOUSING IN EUROPE.) 

4. COMMENT: WITH BELGIAN POLITICIANS VERY MUCH IN THE 
PROCESS OF NEGOTIATING THE FORMATION OF A COALITION 
GOVERNMENT, IT IS HARD TO IMAGINE THAT A RISE IN INTEREST 
RATES WILL BE ALLOWED UNTIL AFTER AN AGREEMENT IS REACHED 
AMONG THE POLITICIANS ON THE NEW GOVERNMENT'S COMPOSITION. 
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